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The Things That Are Bothering 
the Assessors These Days 


They do not like so much property being 
taken over by the U. S. and going tax free 


By JOHN A. ZANGERLE 


S CONTRASTED to boom con- 
ditions in our farm economy, we 
have a deplorable collapse of 

land values in many large war-produc- 
tion centers. Investors who had their 
fingers burned in the last boom — in 
many cases losing 50 to 75 per cent of 
their investment — refuse to burn them 
again. 

In some areas retail store property 
vacancy is increasing, thousands of resi- 
dential lots are unavailable for im- 
provement, speculative vacant commer- 
cial property is likewise not available 
for private improvement and large, 
costly luxury homes are selling almost 
in the inverse ratio of their cost — the 
more costly, the less valuable. 

New defense homes, no larger in 
many cases than a double car garage, 
are selling at prices 50 to 100 per cent 
above pre-war values. Small old resi- 
dences are selling almost without con- 
sideration of depreciation or obsoles- 
cence. These homes, now so necessary 
for housing in-migrants in industrial 
and war production areas and now 
bringing between $4,000 to $6,000, 
may become a drug on the market after 
the war. 

In short, land values are declining 
because land is now less availiable for 


use, because building maintenance and 
repair costs are increasing and because 
the future economy seems obscure to 
many. There are a number of inflation- 
ary influences evident, but recent sales 
show the deflationary tendencies out- 
balancing the inflationary influences. 





Recently the nation’s as- 
sessors held their annual 
convention and explored the 
problems that beset them to- 
day and looked ahead to the 
future. Ali in all they were 
not the most optimistic group 
which met this year. Some of 
what was said is condensed in 
the next three pages. Mr. 
Zangerle who contributes the 
principal article, is auditor 
(assessor) of Cuyahoga Coun- 
ty (Cleveland) Ohio. 











Recently the New York Real Estate 
Board reported that sales of real estate 
in New York City during the first half 
of 1943 represented 57.6 per cent of 
the assessed valuations, as against 63.4 
per cent in the corresponding period a 
year ago, a decline of 10 per cent in 
one year. 


Under these conditions, when prop- 


erty owners demand abrupt slashes of 
values almost to the vanishing point, 
when public authorities are concocting 
all kinds of make-work schemes for 
tiding over the transition period, when 
assessors are less able to intelligently ap- 
praise real estate—what is proposed? 

For one thing, large real estate own- 
ers are urging an occupier’s tax. I fear 
this will prove a will of the wisp. For 
if an occupier is burdened with a greater 
tax for the use of the property, he will 
demand reduction in his rent. 

Others urge assessment of the actual 
net rents, or assessment of a capital 
value based on the net rents. Recently 
prominent property owners of Chicago, 
to avoid the inequity of present tax bur- 
dens so frequently disproportionate to 
the actual income, urged the assessment 
of property under the general property 
tax on certain formulas. Formulas for 
deducing values from the actual earn- 
ings have been published, allowing the 
owners 6 per cent, a tax rate of $3.50 
per $100 of assessment, and assuming 
the building to have an economic life of 
sixty years. Such an approach, aside 
from the inaccuracies of these rates, 
would not be satisfactory because: first, 
by relieving vacant or poorly-improved 
properties from burden, an additional 
burden on highly-improved property 
would probably result. Second, actual 
net earnings, even for five years, is not 
a proper base for calculating the value 
of property. Buyers buy potential in- 
comé. No country taxes actual net earn- 
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Tax Menace 


Tax exempt public housing is a 
menace to the taxing system—to 
put it mildly. 

The federal government can- 
not build housing any cheaper 
than the individual, and can af- 
ford to rent its units for less only 
because it is not paying in real es- 
tate taxes its proportionate share 
of the 
community. This injustice to the 
individual property owner, whose 
taxes not only represent his share 
of taxes, but amounts to a subsidy 
to the housing projects. 


cost of maintaining the 


The principles of federal low 
rent housing are unsound and un- 
fair, and a complete departure 
from our American way of life, 
providing benefits to some at the 
expense of others. 

The 
treated just like any other land- 
lord with respect to taxes when it 
owns and rents home units. — 
George Guckenberger, Hamilton 


Ohio As- 


government should be 


County (Cincinnatt) 


sessor. 











Third, income statements, espe- 
cially from out-of-town owners, are 
dificult to obtain. Of 100 
tions representing the larger commer- 
cial buildings in Cleveland requested 
two months ago to file such statements, 
I have received less than one-third to 
date. 

Roger W. Babson, recently discuss- 
ing the social and economic changes 


Ings. 


corpora- 


ahead, gave his endorsement to the 
Henry George single-tax on land val- 
ues. I agree that the taxation of labor 
(building values) should always be sec- 
ondary to the taxation of community 
values (land values). Thus only may 
we hope for a renaissance of private 
housing and construction employment 
on a normal scale after the war and 
avoid the pre-emption of this field by 
further federal government activity. 
Another grass-roots’ suggestion is for 
the single progressive tax on land values 
similar to income tax rates. For exam- 
ple, city property worth less than $100 
per unit foot might be taxed, say at 1 
per cent, while land values of $1,000 


might be rated at 5 per cent. Property 
worth $5,000 might be rated at 7 per 
cent. The rates would be high enough 
to absorb the but low 
enough to encourage private manage- 
ment. The theory of such a progressive 
tax is that the wide diffusion of land 
ownership will forever prevent adop- 
tion of the single tax proportionate to 


social value 


value. 

Babson stresses the supreme impor- 
tance of fair assessments. Recognizing 
the plight of the assessor, he believes 
that fair assessments can be accom- 
plished only “by legislation whereby the 
taxing government must, upon request 
of the owners, take over the property at 
the assessed value any time after proper 
This is evidently a leaf from 
laws of New 
may he ac- 


notice.” 
the tax administration 
Zealand where property 
quired by the state if the taxpayer re- 
fuses to accept the assessor’s assessment, 
and where, on the other hand, the own- 
er of the property may require the state 
to take over his land at n official val- 
uation if the assessor refuses to reduce 
the valuation to the level considered by 
the owner as the fair selling value. 
Local bodies in New Zealand may 
determine whether their tax system will 
be on an annual rent basis, or on a capi- 
tal value basis; on improved value, or 
on the unimproved value (vacant land) 
basis. Incidentally, +9 per cent of the 
local authorities tax land values only, 43 
per cent tax the improved value and 8 
per cent tax the rental value. The latter 
is not in prospect for the United States 
so long as we have not a free economy 
in building and rentals which may con- 
tinue several years after this war. 
After the war we will probably face 
three alternatives—we will have to 
trade with impoverished Europe that 
can under-bid and under-sell us; or we 
will have to our lend-lease 
policy; or will have to live by our- 
selves, on our fat so to speak, without 
foreign trade. We were not able to co- 
ordinate public affairs and economic 
well-being during the 30’s without the 
issue of bonds, bonds, bonds. In an- 
other year the amount of bonded in- 
debtedness—federal, state and local— 
will equal, if not exceed, the total tax- 
able wealth of the United States. We 
cannot continue in this bond-issuing 
policy after the war without increasing 


continue 





Uncle Sam, Landowner 


Fifty per cent of the area of 
eleven Western states is federally 
owned and that land is being ac- 
quired by the government at the 
rate of one million acres a year, 
exclusive of military needs. 

I advise support of the pending 
McNary bill, which would re- 
quire payment of 2 per cent of 
the value of public lands held in 
any state. Broader legislation, 
however, is needed since the 
McNary bill will not cover the 6 
to 7 million acres acquired by the 
government in connection with 
military activities, and the 28 
shipbuilding centers of the Mari- 
time Commission and the Navy. 

We need the enactment of a 
bill covering these agencies of 
government, which 
any form of taxation. Human ex- 
istence is dependent upon real es- 
tate, and we should use our in- 
fluence against any action, which 
tends to destroy its value or injure 
its managements. A proper plan 
for disposal of government-owned 
real estate after the war is eco- 
nomically necessary for reduction 
of national debt and for restora- 
tion of local revenues. — Tom 
C. Watson, Multnomah County, 
Oregon (Portland) Assessor. 


now escape 











the rate of interest which will involve 
increased public burden. All this will 
involve further deflation of land values, 
albeit present building values, because 
of the high cost of reproduction, may 
tend to rise; on the other hand, the 
value even of the improved property 
cannot rise no matter what the cost of 
reproduction unless earnings increase or 
the rate of capitalization drops still low- 
er, which seems almost impossible with 
our best security, U. S. bonds, providing 
but 2 to 3 per cent return. 

In short, it looks to me as though: 

1. The ad valorem tax on real es- 
tate will remain the bulwark of local 
taxation. 

2. There will be a tendency to stim- 
ulate building construction by taxing 
improvement values at lower rates than 
land values. 
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3. Net earnings will become more 
controlling in valuation processes of all 
income-producing property. 

4. Standard allowances for repairs, 
alterations, insurance, management, 
capitalization and other expenses must 
be fixed by statute as in England, thus 
limiting the wide field of acrimonious 
and perennial contention between tax- 
payer and assessor. 

5. Vacant land values must be ap- 
praised on present sales prices low 
enough to stimulate use of property, to 
prevent further alarming delinquency 
and wholesale abandonment of prop- 
erty without adequate means for state 
re-capture of it. 





Detroit Pays 


Real and personal property held 
in Detroit by the government 
which is tax-exempt amounts to 
$358,000,000. 

This is more than 10 per cent 
of the entire assessed valuation. 

If this government-held prop- 
erty was paying taxes on the sam 
basis as other property, it would 
reduce Detroit’s tax rate better 
than $2 per $1,000 assessed val- 
uation. — Arthur F. Bassett, pres- 
ide nt, Detroit Real Estate Board, 
be fore members of Detroit MBA. 














6. True value assessments must give 
way to uniformity and relativity. The 
iron rule of true value under conditions 
of rapidly changing prices leads only to 
chaos in this most vital function. The 
taxpayer, if under-assessed, claims a 
lack of uniformity. If uniformly as- 
sessed, he challenges the value. If the 
land is under-assessed he challenges the 
improvement value; and if the im- 
provement is under-assessed, he chal- 
lenges the land value or its uniformity. 
7. If a system of uniformity is not 
to prevail, the dogma that land must be 
assessed for its highest and best use must 
give way to assessment for its present 
use. 
function, I fear, 
again become more autocratic. 


8. The assessing 
must 
Public initiation of assessments, pub- 
lished principles of land and building 
valuation, open files for general dissec- 
tion and amputation of the assessment, 
in short, public sanction and democratic 


As a follow-up note to the ar- 
ticle in our last 
high appraisals and high percent- 
age loans which many members 
say are being made by some sav- 


issue about the 


ings and loan associations, it will 
be recalled that last May the pres- 
ident of MBA pointed out that if 
the offending association is a 
member of the Federal Home 
Loan Bank System, the facts of 
the case should be reported directly 
to John H. Fahey, Commissioner 
of the Administration. It was em- 
phasized that under the specific 
case supervision system which he 
has set up to handle this matter 
(and which Mr. Twohy described 
in his Chicago Conference ad- 
dress), a complete set of facts 
must be made available. Obvious- 
ly he cannot and will not act on 
vague indefinite information. Mr. 
Fahey has just reiterated that opin- 
ion to our Washington Contact 


Committee. He said: 
“Where difficulties arise and ex- 
cesses really exist, it is impossible to 


apply remedies without definite in- 
formation. Where institutions which 
are insured or are members of the 
Bank System raise complaints about 
competitors we insist, as we feel we 





Facts And Not Opinions Are Needed 


kditorial 


must, that they provide us with facts 
sincé generalities merely invite de- 
nials and We will 
therefore be much indebted to you 
and your associates for any depend- 
able information you can place at 
our disposal. 

“] do not think that your mem- 
bers or any other responsible people 
engaged in mortgage lending should 
have any hesitation about supplying 
facts in their possession as to abuses 
in the making of mortgage loans. 

“If dangerous and _ inflationary 
loans are persisted in they are cer- 
tain to lead to trouble in the post- 
war period which will result in 
grave losses and the impairment of 
confidence in mortgage-lending in- 
stitutions. This should not be per- 
mitted to develop and I think it is 
the duty of sound lending institu- 
tions and managers to do everything 
in their power to prevent it.” 

No one can quarrel with Mr. 
Fahey’s position. His stand is rea- 
sonable and just and he is fair in 
asking for a full bill of com- 
plaints based on facts which can 
be investigated. Hence members 
who believe they have justifiable 
grievances should communicate 
the facts about them direct to Mr. 
Fahey or through the MBA na- 


tional office. 


controversies. 








CINCINNATI AND ST. LOUIS 


CHAPTERS OPPOSE H.R. 2617 

The Cincinnati and St. Louis MBA 
chapters have joined the Memphis, Bal- 
timore, Southern California and Iowa 
chapters in endorsing the MBA resolu- 
tion opposing H.R. 2617. The chap- 
ters’ endorsements have been set forth 
in letters to members of the judiciary 


processes can hardly persist under pres- 
ent conditions of rapidly changing and 
challenging values. Remedies for con- 
testing the assessor’s values should be 
more greatly contracted rather than am- 
plified. Much of this confusion would 
be avoided. by adoption of the New Zea- 
land plan of assessment administration. 
Democratic assessment processes, adapt- 
ed to the years of peace and tranquility, 


are no longer suited to the present era 
of turmoil and upheaval. 

committee. Kickbacks was a major topic 
of discussion at the last Cincinnati meet- 
ing. The committee named to study it 
represents three classes of lenders — in- 
surance, bankers and correspondents. 





NORTHERN N. J. ADVERTISES 

Here’s an idea from the Northern 
New Jersey MBA which strikes us as 
something pretty intelligent and pro- 
gressive. The New Jersey Association 
of Real Estate Boards is holding a con- 
ference in Atlantic City December 17 
and 18 and our MBA chapter has de- 
cided to display a large wall board panel 
advertisement recommending to the 
state’s realtors that they place their bus- 
iness with MBA members. 
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WHATS WRONG WITH FHA? 


Or is anything wrong? Now being hailed as the best 
of all New Deal agencies, maybe there is no room 
for improvement — but some members think differently 


HOSE mortgage men who think 

that now is about the right time to 

start some serious thinking and 
planning about what the business is go- 
ing to be like after the war believe that 
one of the most important factors to 
consider is: what’s going to happen to 
FHA? Is it going to be a permanent 
agency? If so, under the form it exists 
today? and if changed, 
in what way? 

A surprisingly large number of peo- 
ple are stepping up to say that FHA is 
the best New Deal agency of them all. 
The directing head of a contemporary 
yssociation which fought FHA hard in 
the early days, recently remarked that 
“both sides of the Capitol seem to be 
enthusiastic about FHA as a private en- 
terprise and home ownership operation. 
There is no doubt of the popularity of 
FHA among 
members of both parties.” 

But he was talking about official 
Washington; what about mortgage 
men themselves? Well, only 22 of 600 
members of MBA, the National Asso- 
ciation of Home Builders and certain 
life insurance and other lending institu- 
tions want to see it disbanded, accord- 
ing to last summer’s survey by Archi- 


Or changed 


and its administration 


tectural Forum. 

But disbanded it will be some day, 
thinks Frank Wolff, MBA governor 
from San Antonio, who observed the 
other day that: 

“T am impressed by the number who 
desire not only continuance of FHA 
but liberalization of its terms. Like the 
drug addict these people crave the stim- 
ulant and call for larger doses. Also 
like the drug addict they disregard the 
ultimate effects of over-stimulation. 

“Some day a survey will be made 
preparatory to writing FHA’s obituary. 
And as a result of that survey, the in- 
scription on the tombstone will prob- 
ably read about like this: 

“This poor fellow destroyed old 


values as he created new ones until 
finally he destroyed himself by the 
speed of his own creations.’ ”* 


What happens to FHA is obviously 
one of the most important post-war 
mortgage problems and right now it 
would appear that FHA is certainly go- 
ing to be continued as a permanent fed- 
eral agency. At least there are no signs 
of anything else at this time. 

If that’s a safe assumption (and we 
don’t necessarily say that it is), what 
can mortgage men suggest that will 
help “revitalize” FHA—as many have 
expressed it? What’s wrong with FHA 

if anything? What are its faults 
and when and how can they be cor- 


“ 


rected? 

John H. Scott of Pittsburgh, a mem- 
ber of the MBA board, recently set up 
a seven-point bill of complaints against 
FHA but which, incidentally, he pre- 
faced by saying that “FHA must be 
freely admitted to be a genuine suc- 
cess.” Scott’s case is this: 

“First, control is centralized too rig- 
idly in Washington; local officials con- 


* Mr. Wolff’s observation recalls a let- 
ter he sent us in July, 1941, with a copy 
of another letter he had written to the 
FHA Deputy Administrator in October, 
1936, immediately after our Memphis 
convention, Seven years ago he had high 
hopes for FHA and enumerated the many 
constructive accomplishments which the 
agency had achieved for mortgage lending 
and cited others which he felt would 
come later—and many have. He cited 
FHA’s excellent appraisal work and sug- 
gested that “it should be an object lesson 
to mortgage bankers and point the way for 
centra] bureaus maintained jointly by all 
established lending agencies in leading 
cities.” Continuing, he said in 1936 
“there is nothing in the law to prevent 
the administrator from lowering his ap- 
praisals when costs are high, or from in- 
creasing his charge for insurance premiums 
when a boom is under way.” 


sider they must adhere too rigidly to na- 
tional regulations not adapted to local 
conditions. There is not sufficient dele- 
gation of authority to the local offices; 
and the central authority has failed to 
recognize variations of practice, cost, 
method and law in the different states 
and communities. 

“Second, processing is too slow. FHA 
has had, since its inception, an almost 
perfect paper set-up; but it is cumber- 
some and, in my opinion, will not stand 
the pressure of great volume. The re- 
sultant delay is too serious. If the long 
time period ever coincides with a falling 
market for mortgages, or any kind of a 
money pinch, very financial 
damage will result. 


serious 


“Third, even lacking such a condi- 
tion, the tardiness of the processing and 
consequent delays, have sharply in- 
creased the cost of conducting a mort- 
gage business. 

“Fourth, the question of title ought 
to be determined at the inception of in- 
surance, and not at the time of tender- 
ing of property in exchange for bonds. 
I think the present system is analogous 
to accepting life insurance premiums 
until the date of death, and then com- 
plaining that the insured had a fatal ill- 
ness. In good conscience, no insurance 
contract ought to be operated on that 
principle. 

“Fifth, the allowance of secondary 
financing in certain types under Title 6 
represents the abandonment of a sound 
idea. 

“Sixth, under the same title, a build- 
er, qualified as a mortgagor, often be- 
comes a fiduciary agent for his vendees; 
in my judgment, the building industry 
is not organized, nor sufficiently experi- 
enced, to perform such a function. 

“Seventh, the negative attitude of the 
organization in construing its refinanc- 
ing certificate has encouraged wide- 
spread raiding.” 

H. R. Templeton of The Cleveland 
Trust Company thinks pretty much as 
Scott does and says that FHA must 
speed up its processing time: 

“Most of the competitive mortgage 
lending institutions derive their loan- 
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able funds from the public’s savings. 
Why should one group be permitted to 
lend ‘savings’ dollars on mortgages of 
the same ‘loan ratio to appraisal’ with- 
out FHA insurance, when the other 
groups can do so only with FHA insur- 
ance and with the attendant slower pro- 
cessing of the application? This is not 
the fault of the FHA, but the condi- 
tion limits the value of FHA to institu- 
tions so restricted. 


Must speed up processing 
time to equal other loans 


“The argument could be advanced 
that institutions now so restricted al- 
ways were so limited, and the advent of 
the FHA gave them partial entrance 
into this ‘higher-loan-ratio-to-appraisal’ 
field. My answer to that argument is 
that lowered rate of savings interest has 
also broadened the competition in the 
‘lower-mortgage-interest-rate’ field. 


“Tf FHA is to retain its complete 
usefulness to all groups, it must speed 
up its processing time to equal that of 
uninsured loans. If it is unable to do 
that, I believe the restricted group of 
mortgage lenders must 
cure remedy by acquiring the same 
privileges accorded their competition. 
These privileges should, however, be 
accompanied by the requirement of re- 
serves against losses—these reserves to 
be accumulated during the earning pe- 
riod of the loan rather than after de- 
pression periods are with us. The re- 
serve requirement should apply to all 
mortgage lending agencies acquiring 
their funds from the public’s savings.” 


Last summer Architectural Forum 
said that the most frequently repeated 
complaints against FHA were too much 
politics, too much red tape and too little 
authority in the local offices. The last 
two reflect what MBA members gen- 
erally say today but the first—too much 
politics—is not a common complaint of 
Association members—at least that has 
been our experience. 


necessarily se- 


A fairly common complaint today is 
that valuations are not keeping up with 
rising building costs. That’s another 
story and some of it was told last month 
in the article on savings and loan ap- 
praisals. The article pointed out that 
today two agencies within the National 
Housing Agency have, in effect, two 


entirely different systems of appraising. 
FHA is using its previously-established 
system and is not following the rapidly- 
rising market and, in effect, is holding 
its appraisals to conservative levels. 
This, it was pointed out, is a commend- 
able policy from the standpoint that 
FHA is thus making an important con- 
tribution in the anti-inflation drive. 

On the other hand, it was observed, 
many savings and loan associations, be- 
cause they operate under no standard 
appraisal system, are able to inflate (“in- 
flate” for want of a better word) their 
appraisals to get loans during these 
times of keen competition. It is said 
that many of these associations are fol- 
lowing the present market and that this 
policy may very well spell trouble in the 
future. 

But, as pointed out before, that is 
another story and doesn’t come within 
the scope of this discussion unless of 
course you feel that FHA is too con- 
servative in its present day appraisals. 

Another complaint against FHA is 
that it hasn’t done anything about port- 
folio raiding. Scott scored FHA for its 
“negative attitude” in construing its re- 
financing certificate and says that it has 
encouraged widespread raiding—which 
of course it has. We have been all 
through that before and know that 
FHA is averse to doing anything about 
it. Mr. Ferguson and Mr. Bovard have 
said that it isn’t an FHA responsibility 
but one for mortgage bankers them- 
selves—and we’ve been through all that 
before, too, and know the difficulties 
of joint action to stop raiding. It was 
recently observed that “FHA is of the 
opinion that it is up to the mortgage 
bankers to do a job of self-policing.” 
But MBA knows that as an Association 
it cannot attempt a “policing” job in 
the mortgage field. 


FHA isn’t disposed to do 
anything about kickbacks 

It is about the same story with re- 
bates and kickbacks to owners, builders 
and others. FHA doesn’t think it has 
any business monkeying with this prob- 
lem and says it’s the mortgage bankers’ 
responsibility. 

How do mortgage bankers feel about 
other FHA matters? 

It appears that they, in the ratio of 
about two to one, want the 10 percent 


down payment continued. Builders, 


real estate men, dealers, suppliers and 
manufacturers want it more than lend- 
ers do. But they don’t want a 5 per 
cent down payment for homes under 
$3,000—they have registered their op- 
position to that by nearly four to one. 
Mortgage men—in the ratio of about 
two to one—don’t care to see FHA in- 
sure commercial buildings but those in- 
terested in real estate, building and 
equipment would like it. 


And what about a private 
FHA to insure mortgages? 

All in all, a principal answer at the 
moment to what’s-wrong-with-FHA 
seems to be the long processing time, at 
least that is one of the most recurring 
complaints we hear. Some suggest a lot 
of one-man offices to speed up process- 
ing, others would like to see valuations 
and architectural inspections handled by 
part-time appraisers. Local offices should 
be given more authority is the conten- 
tion of many. 

And while we’re looking ahead, what 
about this idea of a private FHA, 
something organized and financed by 
private capital to compete with FHA? 
MBA’s immediate past President, 
Charles A. Mullenix, suggested it at the 
Chicago Conference and John Scott 
also discussed it. He said: 

“American business has always stout- 
ly maintained that it could do a better 
job with any non-governmental enter- 
prise than the government can do. The 
insurance of mortgages is primarily a 
function of private enterprise. Ameri- 
can businessmen engaged in the mort- 
gage business ought to make good their 
boast by organizing a private company 
for the insurance of mortgage loans. 

“FHA has sharply increased the 
liquidity of mortgages, but much more 
can be done along that line; and that 
original objective, it seems to me, is now 
being lost sight of. 

“T think you can definitely do a good 
job in this field, perhaps even a better 
job than the good one FHA has done. 
I don’t think FHA can continue in- 
definitely as an efficient organization 
without competition. Are you content 
to be indefinitely coddled by the gev- 
ernment? Can’t you do a better job 
and make a success of it? If you are 
forced to admit that you cannot per- 
form a function of the mortgage busi- 


= 
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NOW TAKE PUBLIC HOUSERS... 


But they are going to take us — for plenty — unless 
we watch our step and our first step might well be 
learning who they are and what they are up to 


HO are the public housers and 
What 

is their future program and how 
are their plans likely to affect private 
the financing of building 


what are thev up to? 


building and 
in the post-war period? To get down 
to a rock bottom basis in this public 
housing matter do you know any public 
counts for 


whose influence 


What are they doing and 


housers 
something! 
thinking now! 


These are questions that are being 
asked more and more today or should 
be asked. 

Our contemporary, the NARE B, 
recently pointed out that 635 local 


housing authorities with thousands of 
employees are planning and working 
for a post-war public housing program. 
There is plenty of formidable opposi- 


tion right there! 


“Many advocates of public housing 
think in big terms,” it “They 
million units per 
year for ten This is 
volume of housing than our country 


said. 
speak of building a 
years. a greater 
has ever been able to absorb in the very 
best of times. Even half a million units 
per year of public housing would push 
of the pic- 
home own- 


private home building out 
ture and ultimately destroy 
ership.” 


If that sums up pretty well what we 
face from the public housers, then cer- 
tainly it isn’t too early to start doing 
something about it. And a logical first 
step might be a little name-calling— 
identify the public housers, find out 
who they are, what they are doing and 
what have for 


precisely plans they 


housing in this country. 


All of us have heard a great deal 


about public housers in this federal 


agency and that, but we have yet to 
see anyone come forth with a list of 
who those public housers are. They 


are supposed to be thick in the Fed- 
eral Public Housing Authority—yet if 
a list is available as who they are in that 


agency we haven’t seen it. There are 
supposed to be some in the National 
Housing Agency who are public-hous- 
ing minded but here again we haven't 
a list of them. 


seen 


And who are the public housers out- 
side the federal agencies! We recall 
that several MBA members, after 
hearing Mrs. Dorothy Rosenman of the 
National Committee on Housing ad- 
dress our convention in Chicago last 
vear, described her as a public houser. 
Mrs. Rosenman quick to 
deny that; in fact the other day, speak- 
ing in Boston, she said: 


would be 


“Public housing has been pictured as 
a competitor of private housing, a po- 
tential deterrent to a full program of 
private enterprise. To my mind that 
talk has been going around, partly 
through ignorance, partly through mal- 
ice but mainly because its sponsors have 
lacked a positive program or plan of 
private action. Public housing enter- 
prise should never enter a field which 
private enterprise tackle with 
profit. Public housing must never be 
placed in competition with private. It 
has always been several steps below the 


can 


level of private building, so that there 
has been a gap in rehousing those be- 
tween the incomes serviced by private 
and that serviced by public. When pri- 
vate housing is able to go down the in- 
come ladder, public housing will al- 
ways be two steps behind it, and should 
vanish when the load is entirely car- 
ried by private. 


“Can private industry provide hous- 
ing for those earning less than $2,000 
unassisted by public subsidy? That de- 
pends upon the answers pulled out of 
the hat of materials, construction and 
finance research. Certainly no respons- 
ible advocate of public housing would 
ask for one cent of subsidy ‘money or 
for one government-sponsored home, if 
job. 


There has been a great deal of shadow 


private enterprise could do the 


boxing with the bugaboo of public 
housing these past few months.” 

(Mrs. Rosenman, incidentally, 
doesn’t think that the urban rehabilita- 
tion bill of Sen. Wagner or the some- 
what similar bill of Thomas, 
have aroused much interest in congress 
but that they both deserve continued 
study because they may be helpful in 
devising something that will.) 

Is Herbert Emmerich, commissioner 
of the Federal Public Housing Au- 
thority, a public houser? No doubt he 
too would be quick to deny it. And as 
to post-war plans, Mr. Emmerich has 
already announced some for his agency. 
Recently he that low-rent 
housing projects suspended during the 


Sen. 


dec ] ared 


war will be given prior consideration 
in any publicly-financed program au- 
thorized by Congress after the emerg- 
ency is over. He said that applications 
for other federally-aided projects for 
post-war construction would be ac- 
cepted by FPHA regional offices but 
pointed out that authority must be 
granted and funds made available be- 
fore any action can be taken. 

“The President has called attention 
to the need for preparing plans for 
public projects to be undertaken in the 
post-war period, and thus storing up a 
reservoir of work that can be useful 
in providing employment opportunities 
and demands for materials,” said Em- 
merich. “Many local housing authori- 
ties have already formulated plans for 
post-war housing projects and 
asked that these be included in any 
shelf of public projects.” 


have 


Projects are to be accepted for re- 
view by regional offices only where the 
local housing authority states: 

a. That such projects will be con- 
sistent with a sound public hous- 
ing program for the locality; and 

b. That such projects could be put 
under construction promptly aft- 
er loan funds, contributions and 
permanent materials are avail- 
able, but not more than two years 
thereafter. 

These proposed projects must repre- 

sent programs locally initiated by the 
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WHAT’S WRONG WITH FHA? 
(Continued from page 5) 
ness which is prima facie private, as 
opposed to governmental, then you 
might as well admit it quickly and cease 
all opposition to a bureaucratic control 
of all business based upon the theory of 
a planned economy of maturity. You 
can call it any other name which Amer- 








ican ingenuity may invent, but this is 
what it is.” 

A number of members have expressed the 
same thing. One of them wrote a particu- 
larly frank letter: 

“My sympathies are more often with the 
New Dealers than with the mortgage bank- 
ers’ protests against government control, es- 
pecially when most of the mortgage men 
prosper by selling loans to FHA, but I was 
very pleased with John Scott’s suggestion 
and with the apparently hearty and affirma- 
tive response of all his listeners. 

“If mortgage bankers really mean it 
when they say that they want to get away 
from government control, they should grab 
the present opportunity to organize their 
own mortgage insurance company to oper- 
ate first in competition with the government 
agency, and with the prospect of dominating 
the field Jater on. 

“Tt was surely a weakness in our mem- 
bership that we did not ourselves develop 
the FHA idea and put it over with our own 
resources. Now that the New Deal has 
thoroughly explored the new project it 
seems to me that mortgage bankers should 
no longer hesitate to accept it, and even to 
bet some money on it. The only organiza- 
tion which could get by with this project 
and push it to accomplishment is MBA. No 
other covers the field. 

“Should not an able committee be ap- 
ointed to investigate the possibilities and 
to lay complete plans for a ‘National Mort- 
gage Insuring Company’ and to secure of- 
ficers, directors and capital for it?” 


(Continued from page 6) 
duly constituted local agencies, rather 
than programs made by the federal gov- 
ernment, Emmerich said. 

When the defense housing program 
was initiated in June, 1940, the per- 
manent low-rent housing program was 
halted, except for those projects that 
could be built for war worker housing. 
In addition, a number of projects ap- 
proved for conversion to war housing, 
have been suspended because of the 
shortage of materials. FPHA contract 
obligations with respect to these proj- 
ects are still in existence and the proj- 
ects will go ahead when the materials 
situation permits, Mr. Emmerich point- 
ed out. 

“Tn consideration of the local au- 
thorities’ agreement to cancel these 
projects, the FPHA agreed that prefer- 
ence would be given to the projects 
when funds were made available,” he 
declared. “This is based, of course, on 
the premise that the need still exists 


and only can be met with public 
funds.” 
Commenting on these plans, an 


MBA officer has pointed out that the 
FPHA leaves plenty of qualifications 
in these plans. He is a member who 
has given the public housing issue long 
and serious study and goes on to say 
that “the only reason we have the pub- 
lic housing problem is because private 
capital did not see fit to take over this 
job and do it. 

“We are now faced with the fact 
that FPHA is ready and willing to 
build all the public housing the public 
purse will allow and may have gone 
even further than Mr. Emmerich says 
because I understand that they have ac- 
tually called up reports from the field 
offices as to additional public housing to 
go forward after the war emergency. 

“Some new legislation is going to be 
necessary to make it possible for pri- 
vate capital to proceed with a job which 
would eliminate the necessity of public 
housing—and private capital has not 
made any move to take on the job or 
promote legislation which will be 
needed. 

“There is of course the makeshift 
legislation proposed in the Wagner and 
Thomas bills, neither of which is sat- 
isfactory. In my opinion it is a state 
job and should not be done by the 
federal government. Whether the gov- 


ernment proceeds under some sort of 
authority provided for in these two 
bills or whether the states do the job— 
as I think they should—there will still 
have to be some new state laws, and in 
some cases amendment of state consti- 
tutions. 

“But there is no reason why private 
capital cannot do the whole job if the 
government or the state will provide 
the necessary relief measures, probably 
in the form of certificates which will 
make up the difference between eco- 


nomic rent and rent which certain 
classes of people can afford to pay. 
There has been much thinking along 


these lines but the move is definitely up 
to private business now.” 

As a number have the 
FPHA’s announced program opens the 
way for local housing authorities and 
others to “put the heat” on their elected 
representatives and that of course is 
what counts. 

Our member’s suggestion about cer- 
tificates to make up the difference in 
economic rent and rent that the lower 
income groups can pay, was first set 
forth by E. S. Draper, now deputy 
FHA commissioner, at the 1943 MBA 
Clinic in Chicago. 

He suggested that 
given to the concept of a ‘shelter certi- 
ficate’ to be used as a rent subsidy as an 
alternate to the present method of issu- 
ing aid to low-income families. No cer- 
tificate would be issued for use in sub- 
standard dwellings, but assisted families 


observed, 


“consideration be 


could live anywhere in the city — in 
public or private housing — utilizing 


the certificate to close the gap between 
what the family could afford in rent 
and the cost for minimum accommoda- 
tions on an economic rental basis.” 

The realtors adopted a_ resolution 
calling for essentially the same thing 
about eight years ago. Our member 
and others who are seeking the logical 
answer to combat a possible broadscale 
government program may have some- 
thing in this idea. In any event it 
would eliminate a lot of public hous- 
ing to demoralize the normal market. 

This is the first of several articles on 
public housing. The next will deal with 
the effect of public housing on taxes and 
municipal revenues, the record of public 
housing versus private housing in the 
war brogram and other factors. 
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Chapter Notes 








R. R. Morrison, formerly vice pres- 
ident of the Spokane MBA, has been 
elected preside nt to succeed George Pat- 
tulo. Duncan §S. Cowgill has been 
named vice president and C. R. John- 
son has been elected secretary and 


treasurer. 


Che Chicago MBA, for its fall din- 
ner meeting on December 2nd _ has 
planned a program that sounds like 
something even better than any in the 
long list of excellent meetings spon- 
sored by this chapter. William L. 
Warden, an authority on the North 
Country, who has just returned from 
\laska on the new highway, will speak 
and show a film of the new develop- 
ments in that area. Inasmuch as few 
civilians have seen these developments 
and not many more have seen films of 
them, the program should have the 
greatest interest. Mr. Warden’s film 
shows wartime Fairbanks, the quartz 
and gold mines, the famed Matanuska 
Farm Colony and an airplane trip over 


Mt. McKinley. 


Detroit MBA’s annual meeting has 
been scheduled for December 9th when 
three new board members are to be 
elected for three-year terms. The nom- 
inating committee has proposed six nom- 
inees, Wm. A. Howe, S. M. Earp, 
Robert M. Kee, Alfred F. Taylor, 
Frank A. Krue and Lawrence C. Die- 
bel, three of which will be elected. Ac- 
cording to this Chapter’s constitution, 
iny five members may enter another 
candidate by presenting a petition to 
that effect. 


The Northern California MBA has 
scheduled a dinner meeting for Decem- 
ber 7 when members will hear a talk 
by W. W. Collin of the San Francisco 
office of NHA on post-war housing and 
how it will affect the mortgage business. 
Mr. Collin was formerly in the mort- 
gage’ business himself. The chapter’s 
nominating committee expects to present 
a new slate of officers for the coming 
year. 





President’s Report to Members 


Rather than a report to members, this month’s corner might be 
more properly labeled a request to members. 

The writer, with Charles A. Mullenix, chairman, Washington 
Contacts Committee, Dean R. Hill, chairman, finance committee, and 
Secretary George H. Patterson will go to Washington early in De- 
cember for the first of this administration’s Washington conferences. 
We will first confer with W. L. King, chairman, legislative commit- 
tee, Robert B. Montgomery, vice chairman, and G. Calvert Bowie of 
the Washington Contacts committee. There will be a meeting of 
MBA’s special HOLC Liquidating Committee and conferences have 
been arranged with John B. Blandford of NHA, Abner H. Ferguson, 
B. C. Bovard and E. S. Draper of FHA, John H. Fahey and James 
Twohy of the Federal Home Loan Bank System, and various other 
officials. We plan to discuss further with these men the various cur- 
rent problems affecting mortgage lending with which their agencies 
are concerned. 

The request I mentioned is this: what specific problems would 
you, as an MBA member, like to have your officers investigate and 
look into while we are in the capitol? We would appreciate hearing 
from you immediately. No doubt many of them will be matters 
which we already have scheduled for discussion and which our mem- 
bers are already familiar; but write anyway because your request will 
likely have some helpful pointers for us. 

The letter of E. S. Draper, deputy FHA commissioner, in early 
November, to all approved mortgagees regarding the agency’s policy 
in making available for purchase certain mortgages selected from 
among those taken by the commissioner in connection with the sale of 
acquired properties, recalls that this was a field in which MBA officers 
worked earnestly last year. Mr. Draper emphasized that the loans will 
be offered to the mortgagee who conveyed the property or to the origi- 
nating mortgagees if the property was conveyed by the RFC Mort- 
gage Company or FNMA. 

Your Association is anxious to see the bill of Sen. Cc. Wayland 
Brooks, S. 1121, (companion bill is Congressman Frgd H. Busbey’s 
H.R. 3110) reported out of the banking and currency cammittee. These 
bills provide for refunds of war damage insurance premiums after 
the war, less deductions of course for losses and administrative ex- 
penses. We think that anything less would be an injustice to those 
who have insured through the War Damage Corporation. In a public 
statement we have pointed out that if the war lasts two more years, 
premiums, which now total more than $130,000,000, would amount 
to around a half billion dollars, which, unless congress acts, will pos- 
sibly be diverted to the government’s general fund. This would, in 
effect, be a special tax on real property. One member asks how much 
of that $130,000,000 came from MBA members and hazards the 
guess that probably as much as three-fourths of it did. 

I believe this is a commendable stand and that we are right in 
asking for this legislation. Presidents of local MBA chapters and all 
state legislative chairmen have been asked to lend their active support. 
The problem at hand of course is to see the bill reported. 











